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QUARTERLY BUDGET REPORT: DECEMBER 2017 

 
This is the fourth quarter financial update for 2017 Snohomish County fiscal operations. 

General Economic Overview 
 

Real gross domestic product (GDP) – the 
net value of the production of goods and 
services in the United States, adjusted for 
price changes – increased at an annual rate 
of 2.6% in Q4 2017, according to the 
"advance" estimate released by the Bureau 
of Economic Analysis.  In the third quarter 
of 2017, real GDP increased 3.2% 
(revised).   
 
Nationwide, consumer attitudes have improved in recent months and remain high.  In November, the 
Conference Board measure of consumer confidence increased 3.3 points to 129.5.  Confidence is now at 
the highest level since December 2000.  The University of Michigan Consumer Sentiment Index fell by 
2.2 points to 98.5 in October from September’s post-recession high of 100.7.  
 
In Washington, nonfarm payroll employment rose 11,700 (seasonally adjusted) in November and 
December, which was 2,500 less than the 14,200 expected in the previous forecast. 
 
Washington employment growth in 2016 was 3.1%, the highest rate since 1998.  The state’s Economic 
and Revenue Forecast Council (ERFC) expects the employment growth rate to decelerate gradually in the 
coming years as the economy approaches full employment.  Employment growth will also be constrained 
by baby boomers leaving the work force, further reducing labor force growth. Washington employment is 
expected to grow 3.0% this year, and should average 1.6% per year in 2018 through 2021 (2.4% 2018, 
1.7% 2019, 1.4% 2020, and 1.0% 2021). 

 
The state’s unemployment showed a 
positive trend in the beginning of 
2017 dropping from 5.7% in January 
to 4.3% in April.  It remained fairly 
flat since then but, as typical near 
year-end, took a negative turn in 
December 2017 by climbing to 4.9%.  
This is better than December 2016’s 
5.3%.  Locally, Snohomish County’s 
unemployment rate is better than the 
state at 4.0% down from 4.3% last 
quarter, and very close to December 
2016’s 3.9%.  Compared to other 
counties, Snohomish County leaped 
back up to second place in Q4 with 
only King County’s 3.6% ahead of us. 
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General Fund, Fund Balance 

  FIGURE 1: GENERAL FUND PROJECTED ENDING BALANCE RECONCILIATION 
 

* preliminary 2016 and projected 2017 fund balances do not include set-aside for estimated bargaining unit settlements 
 

 
The 2016 year-end fund balance is $26,886,965 (not including the set-aside for bargaining unit 
settlements).  The 2017 preliminary projected year end fund balance has been updated to reflect 
preliminary year-end revenues and expenditures for 2017, and adjusted to reflect 2017 bargaining unit 
settlements.  Please note there are open bargaining units still in contract negotiations.   
 

Year to Date Revenue 

Figure 2 on the following page depicts the preliminary year end estimate for 2017 revenues.  These 
numbers have not been audited by the State Auditor’s Office (SAO), and are subject to change, however 
we do not have any reason to believe they will change materially. The preliminary estimate shows that in 
aggregate, general fund revenues are exceeding the budgeted amount by $2.3 million or approximately 
1%.  The largest swing from the third quarter estimate is the positive news that the Sheriff’s Office 
identified and resolved a billing issue associated with charges for Corrections and Detention.  In aggregate, 
taxes are up by approximately $2.0 million due to continued strength in retail sales and in the real estate 
market.  Intergovernmental revenues are down more than $500k due to weakness in recovery for various 
state revenues, and a shortfall in BECCA-related recovery.  Charges for services are up close to $400k, 
due to strong motor vehicle license fees and elections services.  Fines and Forfeitures are down again this 
year by over $500k, continuing a downward trend on this revenue element.  Miscellaneous revenues are 
up over $800k due to a large increase in investment interest due to the Federal Reserve previous interest 
rate hikes.   
 

  

Fund Balance Factor Amount 
Ending fund balance 12/31/16 *  $26,886,965 
Plus prelim 2017  revenue  $239,929,768 
Less prelim 2017 expenses  $(236,270,305) 
  
  
Preliminary Year end fund balance 12/31/17  $31,723,192 
Ratio of fund balance to Prior yr. revenues 12/31/17 13.88% 
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FIGURE 2: GENERAL FUND 4TH QTR YEAR END 2017 REVENUE FORECAST 

              
   2017 Mod Actual  Actual YTD Budget  Forecast YE  
   Budget Receipts Receipts Estimate Variance Estimate Variance 
REVENUE SOURCE  $ % $ $ $ $ 
Taxes   
  Property Tax  $86,626,410  $85,719,698 99.0%  $86,626,410  $(906,712)  $85,719,698  $(906,712)
  Sales Tax  49,802,500  51,623,919 103.7%  49,802,500  1,821,419  51,623,919  1,821,419 
  Law & Justice–Sales Tax  7,379,205  7,600,699 103.0%  7,379,205  221,494  7,600,699  221,494 
  Leasehold Tax  625,000  560,412 89.7%  625,000  (64,588)  560,412  (64,588)
  Real Estate Excise Tax  1,650,000  2,139,064 129.6%  1,650,000  489,064  2,139,064  489,064 
  Gambling Fees  2,186,000  2,255,667 103.2%  2,186,000  69,667  2,255,667  69,667 
 Admission Fees  414,126  547,057 132.1%  414,126  132,931  547,057  132,931 
  Property Tax Penalties  5,958,750  6,251,605 104.9%  5,958,750  292,855  6,251,605  292,855 
  Private Timber Harvest Tax  250,000  160,096 64.0%  250,000  (89,904)  160,096  (89,904)

  Sub-Total  154,891,991  156,858,217 101.3%  154,891,991  1,966,226  156,858,217  1,966,226 

Licenses & Permits        
  Franchise Fees  4,008,000  4,113,001 102.6%  4,008,000  105,001  4,113,001  105,001 
  Other Permits  402,000  469,878 116.9%  402,000  67,878  469,878  67,878 
  Sub-Total  4,410,000  4,582,879 103.9%  4,410,000  172,879  4,582,879  172,879 

Intergovernmental Revenues        
  Federal Grants  2,235,051  2,534,531 113.4%  2,235,051  299,480  2,534,531  299,480 
  State Grants  423,120  346,630 81.9%  423,120  (76,490)  346,630  (76,490)
  State Shared Revenues  4,150,000  4,020,464 96.9%  4,150,000  (129,536)  4,020,464  (129,536)
  Sale of Timber from State  550,000  720,225 131.0%  550,000  170,225  720,225  170,225 
  State Entitlements  707,042  454,045 64.2%  707,042  (252,997)  454,045  (252,997)
  Liquor Profit & Tax  2,600,091  2,386,229 91.8%  2,600,091  (213,862)  2,386,229  (213,862)
  State Criminal Justice  3,332,840  3,520,315 105.6%  3,332,840  187,475  3,520,315  187,475 
  Other Intergovernmental  12,055,764  11,490,110 95.3%  12,055,764  (565,654)  11,490,110  (565,654)
  Sub-Total  26,053,908  25,472,549 97.8%  26,053,908  (581,359)  25,472,549  (581,359)

Charges for Service        
  Superior Court Fees  1,933,716  2,029,687 105.0%  1,933,716  95,971  2,029,687  95,971 
  District Court Fees  997,932  906,237 90.8%  997,932  (91,695)  906,237  (91,695)
  Recording Legal Instr.  1,700,000  1,812,463 106.6%  1,700,000  112,463  1,812,463  112,463 
  Vehicle License Fees  3,850,000  4,168,390 108.3%  3,850,000  318,390  4,168,390  318,390 
  Detention & Corrections  10,538,700  10,338,801 98.1%  10,538,700  (199,899)  10,338,801  (199,899)
  Adult Probation  1,523,379  1,078,478 70.8%  1,523,379  (444,901)  1,078,478  (444,901)
  Events Admission Fees  1,568,126  1,746,128 111.4%  1,568,126  178,002  1,746,128  178,002 
  Indirect Cost Allocation  6,684,139  6,684,138 100.0%  6,684,139  (1)  6,684,138  (1)
  Other Charges for Service  5,416,558  5,821,812 107.5%  5,416,558  405,254  5,821,812  405,254 
  Sub-Total  34,212,550  34,586,134 101.1%  34,212,550  373,584  34,586,134  373,584 

Fines & Forfeits        
  District/Court Fines  4,638,863  4,111,365 88.6%  4,638,863  (527,498)  4,111,365  (527,498)
  Other Fines  213,332  208,883 97.9%  213,332  (4,449)  208,883  (4,449)
  Sub-Total  4,852,195  4,320,248 89.0%  4,852,195  (531,947)  4,320,248  (531,947)

Miscellaneous Revenues        
  Investment Interest  1,211,207  2,177,440 179.8%  1,211,207  966,233  2,177,440  966,233 
  Parking Rental  749,168  792,806 105.8%  749,168  43,638  792,806  43,638 
  Space Facilities Rentals  1,651,667  1,627,812 98.6%  1,651,667  (23,855)  1,627,812  (23,855)
  Interfund Rents/Concess’ns  1,298,460  1,375,918 106.0%  1,298,460  77,458  1,375,918  77,458 
  Other Misc. Revenue  2,636,185  2,391,524 90.7%  2,636,185  (244,661)  2,391,524  (244,661)
  Sub-Total  7,546,687  8,365,500 110.8%  7,546,687  818,813  8,365,500  818,813 

Interfund Transfers  5,626,261  5,744,241 102.1%  5,626,261  117,980  5,744,241  117,980 

Total General Fund Revenues  $237,593,592  $239,929,768 101.0%  $237,593,592  $2,336,176  $239,929,768  $2,336,176 

. 
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Year-to-Date Expenditures  

Preliminary year end expenditure totals for general fund are a little over $236 Million, which is 97.7% of 
the 2017 Modified Budget. In aggregate, general fund surpassed the planned goal of a 1.5% under-
expenditure. Please note there are still open Bargaining Unit agreements at the end of 2017. 

2018 Five Year Plan  

The five year plan has been updated to include the preliminary year end revenue and expenditure estimates 
for 2017. It has also been updated to include the 2018 Adopted Budget.

 

FIGURE 3: GENERAL FUND FIVE YEAR PROJECTION 

 

  

 Real Estate Excise Tax  

Real estate excise tax (REET) is an important source of revenue for the County and an indicator of the 
strength of the Snohomish County economy. REET had two very strong years (2015-2016).This year’s 
revenue out-performed again with a 6.7% increase over 2016 revenues. Looking ahead into 2018, we 
expect to see REET growth flatten out, possibly even take a slight decrease. 

 



 

 
 

7

FIGURE 4: REAL ESTATE EXCISE TAX REVENUES 

Element 2017 
Actual 2017 Receipts  $22,867,324 
Budgeted Amount for Full Year 18,210,000 
Year End Surplus (Shortfall) $4,657,324 

 
Washington housing construction held steady in Q3 2017.The number of housing units authorized by 
building permits was 43,900 units, seasonally adjusted annual rate (SAAR), which was the same as in the 
second quarter of 2017.In the 4th quarter, 51,700 units (SAAR) were permitted which was stronger than 
the expectation of 43,900 units for Q4 as a whole. The ERFC expects total housing units authorized by 
building permits in 2017 to decline 2.2% to 43,100 units, and again 3.1% next year to 41,800.2019 – 2021 
looks rather flat at +1.0%, +1.2%, and -1.0%, respectively.  

 
Seattle home prices (non-seasonally adjusted), according to the S&P/Case-Shiller Home Price Indices, 
with data through November 2017, still showed strong annual growth with a 12.70% increase over last 
November, but dropped 0.17% over the prior 3-month period. This is the first short-term decrease noted 
since the end of 2014 when similar <1% decreases occurred, suggesting that Seattle home price 
appreciation may finally be cooling. Among the 20 cities in the index, Seattle’s 12.70% had the highest 
year-over-year gain, followed by Las Vegas and San Diego with 10.6% and 9.1%, respectively. 
 
Figure 5 below shows REET revenues over the past 10+ years and illustrates the effects of the housing 
bubble and the Great Recession. Recovery is evident beginning in 2012, and continued throughout 2017. 
The significant changes and rapid rise and fall shown in this exhibit serve as a reminder of REET volatility. 
 

FIGURE 5: ACTUAL REET RECEIPTS 2006 - 2017 
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Boeing, a major driver of economic conditions in Snohomish County, reported Q4 revenue of $25.3 
billion, a 9% increase over Q4 2016.Also reported were record-breaking operating Q4 earnings of $3.0 
billion, up 39% from Q4 2016, and $10.3 billion for 2017 which surpassed 2016 by 76%.They delivered 
209 commercial planes for $15.5 billion in revenue during the quarter, compared to 185 deliveries for 
$14.4 billion during the same period a year earlier. Commercial Airplanes booked 414 net orders during 
the quarter, and the backlog remains robust at more than 5,800 airplanes valued at $421 billion. During 
the quarter, the 787 program rolled out the first 787-10 airplane expected to deliver to launch customer 
Singapore Airlines. The 737 program delivered 44 MAX airplanes during the quarter and has captured 
over 4,300 orders since launch for the 737 MAX, including a recent order from flydubai for 175 airplanes. 
Development on the 777X is on track as production began on the first 777X flight test airplane this quarter. 
 
In December 2017, employment in aerospace manufacturing in the county accounted for over 15% of all 
private sector jobs. Aerospace Product and Parts Manufacturing jobs dropped by 5,100 jobs in the County 
when compared to December 2016.Employment has dropped steadily each quarter beginning in early 
2016.Boeing has indicated that their 2017 job cuts will be similar to those experienced in 2016. In their 
current forecast, the state’s ERFC assumes a decline of 6,700 aerospace jobs from December 2016 through 
December 2017, which is slightly larger than 2016’s 6,100. On an annual average basis, they expect 
aerospace employment to decline 7.9% in 2017, 4.7% in 2018, 2.0% in 2019, and 0.8% in 2020, and no 
change in 2021. 

 Employment 

Estimates from the State’s Employment Security Department’s Monthly Employment Report show 
Washington employment (not seasonally adjusted) increasing by 95,500 jobs from December 2016 
through December 2017.Year over year, the private sector added 84,000 jobs while the public sector 
gained an estimated 11,400 jobs. Washington’s preliminary not seasonally adjusted unemployment rate 
for December 2017 is 4.9%.  

Figure 6: Snohomish county unemployment rate 2015-2017
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As discussed earlier in the General Economic Overview, Snohomish County’s unemployment rate (not 
seasonally adjusted) was 4.0% for December 2017, improving from September’s 4.3%, and just slightly 
worse than last year’s 3.9% in December 2016. The graphic on the previous page shows how employment 
conditions in the County compare to the two previous years.  
 
County Taxable Retail Sales 
 
Figure 7 (at right) and Figure 8 (on 
the last page) document county-
wide taxable retail sales 
information provided by the 
Washington State Department of 
Revenue. Taxable retail sales data 
are a good indicator of economic 
activity and the financial health of 
entities that are funded through 
sales tax. 
 
Figure 7 illustrates taxable retail 
sales from 2015 through 2017. 
Quarterly sales have been higher 
than each preceding year. 
Beginning in the second half of 
2014, taxable retail sales have 
surpassed the heights seen during 
the housing bubble in 2007. 
 
The information in Figure 8 on the last page details specific areas of business activity within Snohomish 
County. This information is one quarter behind so the most recent data is from Q3 2017.In reviewing the 
table, one can see that year over year growth continues to be positive.Q3 growth was 7.72%, up slightly 
from Q2 2017’s 5.41%. This makes the 25th consecutive positive quarter since Q2 2011.In Snohomish 
County, Retail Trade continues to be the top industry category in sales dollars ($1.96B) with 51% of all 
taxable retail sales during the quarter. The top three sales dollars within retail are in 1) motor vehicles, 2) 
general merchandise stores, and 3) building materials, garden equipment, and supplies. The construction 
industry, second highest in sales dollars ($652M), grew 12.78% year over year. This is up from last 
quarter’s positive, but disappointing, growth of 7.99%, and is more representative of the approximate 15% 
average growth in this industry over the last several quarters. 

Closing Comments 

If you have any questions about the information contained in this report, please feel free to contact 
Nathan Kennedy, Finance Director at 425-388-3120, or Brian Haseleu, Budget Manager at 425-388-
3822.  

  

FIGURE 7: SNOHOMISH COUNTY TAXABLE 

RETAIL SALES 2015-2017 

Note: Data are not adjusted for inflation.  
Source: Washington State Department of Revenue, as of February 2018. 
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FIGURE 8: THIRD QUARTER 2017 SNOHOMISH COUNTY TAXABLE RETAIL SALES 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Washington State Department of Revenue, February 2018. 

 2016/2015 2017/2016 2017/2016 2017/2016 2017 
Year to Year Comparison % Change % Change % Change % Change 3rd Qtr 
Gross Sales 4th Qtr 1st Qtr 2nd Qtr 3rd Qtr Actual $ 
Retail Trade 6.72% 4.78% 4.49% 6.24%  $1,961,680,034

Motor Vehicles & Parts 13.24% 7.59% 6.72% 7.42%  576,644,265 

New & Used Auto Dealers 15.42% 9.10% 6.17% 8.56%  474,183,784 

Rv, Boat, Motorcycle Dealers 2.57% 5.22% 14.41% ‐2.93% 49,320,379 

Automotive Parts & Tire 2.80% ‐2.60% 2.17% 7.97% 53,140,102 

Furniture & Home Furnishing 6.97% 4.85% 4.04% 8.27% 64,496,140 

Electronics & Appliances 12.24% 12.97% 14.07% 10.25% 83,636,966 

Building , Garden Equip & Supplies 4.94% ‐0.67% 7.68% 11.44%  188,518,064 

Building Materials 5.95% 0.03% 7.32% 10.31%  168,664,192 

Garden Supplies & Equip. ‐2.14% ‐6.14% 9.82% 22.03% 19,853,872 

Food & Beverage Stores ‐0.49% ‐0.91% 0.20% 2.81%  100,833,304 

Grocery & Convenience Stores 1.23% ‐1.26% ‐0.13% 2.58% 94,562,966 

Other Food & Beverage Stores ‐17.60% 5.35% 5.60% 6.45% 6,270,338 

Drug/Health Stores 18.85% 14.57% 13.33% 8.06% 76,763,443 

Gas Stations & Convenience Stores 6.08% 2.93% 1.23% 6.15% 46,218,632 

Apparel & Accessories 4.44% 1.42% 2.03% 0.83%  168,913,093 

Clothing & Shoe Stores 5.26% 2.66% 2.97% 1.27%  148,825,704 

Jewelry & Luggage Stores ‐0.06% ‐5.36% ‐3.65% ‐2.32% 20,087,389 

Sports, Toys, Book & Music Stores 2.48% ‐1.54% ‐3.97% ‐0.27% 81,668,054 

Sporting Goods, Toys, Hobby 2.76% ‐1.02% ‐4.42% ‐1.04% 74,935,177 

Book/Periodical/Music Store ‐2.21% ‐7.92% 3.91% 9.11% 6,732,877 

General Merchandise Stores ‐0.17% 0.29% ‐3.63% 3.24%  364,003,264 

Department Stores ‐1.47% 5.60% ‐8.88% ‐8.86% 71,101,645 

General Merchandise Stores 0.27% ‐1.31% ‐2.04% 6.68%  292,901,619 

E-Commerce & Mail Order 14.18% 15.99% 16.43% 21.74% 80,240,701 

Miscellaneous Retailers 3.78% 6.51% 6.85% 4.17%  129,744,108 

Agriculture, Forestry, Fishing 5.31% ‐8.99% 11.33% 2.41% 1,121,122 

Mining ‐32.95% 13.50% ‐14.81% 7.55% 984,780 

Utilities 52.12% 18.53% ‐9.81% 10.20% 2,794,869 

Construction 12.23% 14.96% 7.99% 12.78%  651,728,717 

Manufacturing 0.89% ‐2.36% 19.00% 40.89% 76,616,798 

Wholesale Trade ‐4.07% ‐8.90% 4.87% 10.53%  209,141,714 

Transportation & Warehousing ‐13.68% 20.23% 5.91% 8.69% 11,216,118 

Information ‐1.48% ‐2.43% 2.26% ‐3.44%  153,461,937 

Finance, Insurance 43.60% 21.91% 27.17% 12.84% 35,093,422 

Real Estate, Rental/Leasing ‐9.48% ‐12.98% ‐4.58% 5.93% 69,708,622 

Professional, Scientific & Technical Srvcs 19.38% 20.03% 9.17% 17.41% 61,236,389 

Management, Education & Health Srvcs 9.52% 12.95% 12.13% 8.81% 88,647,574 

Arts, Entertainment & Recreation 7.79% 7.66% 3.87% 7.89% 30,815,079 

Accommodations & Food Services 4.21% 4.56% 4.92% 4.67%  384,476,485 

Accommodations 1.14% 5.66% 4.39% ‐0.65% 46,366,229 

Restaurants, Food & Drinking Places 4.49% 4.47% 4.98% 5.44%  338,110,256 

Other Services 1.34% 3.56% 3.14% 5.05%  101,197,261 

Public Administration, Other ‐7.77% ‐12.13% 14.75% ‐8.41% 1,823,134 

TOTAL ALL INDUSTRIES 6.13% 5.03% 5.41% 7.72% $3,841,744,055 
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